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In	 January	 2007,	 U.K.	 Government	 debt	 to	 GDP	 stood	 at	 32.5%.	 By	 December	
2019	 it	 had	grown	 to	89.5%	and	 the	 latest	data	 from	September	2020	 show	a	
government	 debt	 level	 of	 just	 over	 £2	 trillion,	 while	 its	 debt	 to	 GDP	 level	 did	
increase	to	103.5%.		
	
The	Quantitative	Easing	program	by	 the	Bank	of	England	 started	 in	November	
2009	with	a	purchase	of	£200	billion	U.K.	gilts.	The	amounts	were	increased	to	
£375	 billion	 in	 July	 2012;	 further	 to	 £435	 billion	 by	 August	 2016;	 to	 £645	 by	
March	2020	and	finally	(so	far)	to	£745	billion	by	June	2020.	
	




property	 wealth.	 Over	 the	 period	 July	 2006-June	 2008,	 property	 wealth	 was	
assessed	at	£3.537	trillion	and	private	pension	wealth	at	£2.886	trillion.	By	the	
period	April	2016-March	2018	net	property	wealth	had	grown	to	£5.09	trillion	
and	 private	 pension	 wealth	 to	 £6.10	 trillion.	 These	 items	 -together	 at	 £11.19	




The	 above	 data	 show	 that	 collective	 and	 individual	 savings	 far	 outweigh	 GDP	
levels;	 in	 its	most	extreme	case	by	more	 than	6	 times.	This	 raises	 the	question	





or	 loss	 to	 a	 household	 or	 a	 company	 –an	 income	 gain	 or	 loss	 now	 or	 in	 the	
future-	and	a	collective	loss	or	gain.	The	first	one	represents	the	usual	principles	
of	 profits;	 the	 second	 one	 can	 be	 defined	 as	 a	 country’s	 gain	 or	 loss:	 country	
profit.	The	two	types	of	profit	often	do	not	overlap.	
	
This	 paper	 has	 as	 an	 objective	 to	 show	 that	 there	 are	ways	 in	 which	 existing	
















Such	 loss	 is	 the	 difference	 between	 government	 revenues	 and	 its	 expenditure	









Normally	 the	main	contributor	to	a	country’s	 loss	 is	a	government.	To	take	the	










stands	 at	 practically	 £	 72,000.	 	 The	 Office	 for	 National	 Statistics	 assessed	 the	
household	 median	 income	 for	 fiscal	 year	 2020	 at	 £32,100	 (after	 tax	 and	
benefits).	With	a	government	debt	level	of	 just	over	£2	trillion,	the	government	
debt	 per	 household	 represents	 a	 government	 claim	 of	 £62,305	 on	 a	 median	





the	 government’s	 actions	 on	 borrowings.	 This	 is	 not	 a	 criticism	 about	 such	

















2.	 The	 use	 of	 U.K.	 household	 savings	 to	 combat	 the	 effects	 of	 the	 corona	
virus	pandemic.	
	
When	one	 studies	 the	main	variables	 in	 the	 economic	development	of	 the	U.K.	
over	 the	 last	 14	 years,	 it	 is	 striking	 that	 the	 trend	 lines	move	 basically	 in	 one	
direction.	U.K.	government	debt	to	GDP	levels	grew	from	32.5%	in	January	2007	












outstanding	debt	 level.	 Plans	 for	 a	QT	 (Quantitative	Tightening)	 program	have	
not	 openly	 been	 discussed.	 So	 far,	 since	 2009,	 the	 direction	 has	 been	 a	






Consumer	 price	 inflation	 as	measured	 in	 the	 CPI	 Index4	over	 the	 last	 10	 years	
started	of	with	a	3.1%	change	in	September	2010,	followed	by	a	peak	of	5.2%	in	
September	2011,	a	low	of	2.2%	by	September	2012,	an	increase	to	2.9%	by	June	
2013,	 an	 absolute	 low	 over	 the	 ten	 year	 period	 of	 0.0%	 in	 March	 2015,	 an	
increase	to	3%	by	October	2017	and	a	drop	to	0.5%	in	September	2020.	
	


















all	 savings	 in	 these	 two	 savings	 categories	 did	 already	 reach	 5.2	 times	GDP	 in	
2018.	 If	 one,	 for	 arguments’	 sake,	 assumes	U.K.	 government	 expenditure	 to	 be	












The	 U.K.	 and	 other	 countries	 have	 a	 choice	 between	 using	 pension	 savings	 or	




pension	 savings	 programs	 are	 owned	 directly	 by	 an	 individual	 household.	
However	 the	 aim	 of	 all	 private	 pension	 funds	 is	 to	 provide	 an	 income	 after	
retirement	for	as	 long	as	members	are	still	alive.	The	payments	usually	start	 in	









in	 the	 U.K.5	The	 highest	 level	 since	 2007	 was	 reached	 in	 2008	 at	 73.3%.	 The	
lowest	 level	since	2007	was	reached	 in	2017	at	63.4%,	while	 in	2019	the	 level	
had	improved	to	65.2%.	
	
The	 “Great	 Recession”	which	was	 caused	 by	 the	 financial	 sector,	 was	 strongly	
linked	to	home	mortgages	and	mortgage	backed	securities.	Notwithstanding	that	
U.K.	 home	 mortgages	 were	 only	 infrequently	 used	 as	 collateral	 to	 mortgage	
backed	securities	–Northern	Rock	being	the	main	exception	–	British	banks	had	
substantial	exposure	to	the	securitization	process	through	their	U.S.	operations.	
Royal	 Bank	 of	 Scotland	 had	 to	 be	 rescued	 and	 other	 banks	 had	 to	 be	 given	
lifelines	 in	order	 to	survive.	After	2008,	 for	a	 few	years,	home	mortgages	were	
harder	to	obtain	as	many	U.K.	banks	wanted	to	repair	 their	balance	sheets	and	












The	 current	 corona	 virus	 epidemic	 has	 changed	 the	 U.K.	 housing	 market	 in	 a	
fundamental	manner.	During	the	lock-downs,	incomes	and	job	levels	come	under	
severe	pressure.	 Small	 companies	 and	 also	 some	bigger	 ones,	 especially	 in	 the	
retail	 trade,	 are	 finding	 it	 harder	 to	 deliver	 profits.	 In	 an	 article	 in	 the	 Sunday	
Times	of	October	18,	2020:	 “Plunging	valuations	 fuel	house	price	 fears”7	it	was	
made	 clear	 that	 thousands	 of	 mortgages	 are	 falling	 through	 as	 lenders	 are	
sharply	revising	their	estimation	of	worth.	With	many	job	losses	expected	in	the	
coming	 months	 and	 with	 many	 small	 companies	 getting	 into	 deep	 financial	









































the	 help	 of	 QE.	 The	 current	 method	 of	 QE	 is	 to	 allocate	 funds	 for	 buying	 up	
existing	government	debt	titles.	A	more	efficient	manner	is	to	temporarily	buy	up	
home	 equity	 as	 well,	 so	 that	 households	 have	 the	 means	 to	 spend	 more	 on	


















and	 help	 households	 to	 overcome	 the	 effects	 of	 the	 corona	 crisis.	 Funding	
government	 debt	 titles	 –as	 the	 Bank	 does	 at	 the	 moment-	 does	 not	 change	








































6.	To	enable	households	 to	re-save	 in	 line	with	 the	economic	situation,	a	grace	
period	 for	 such	 re-saving	 needs	 to	 be	 set.	 The	Bank	 of	 England	may	 decide	 to	
make	 QE	 funds	 available	 at	 0%	 interest	 rate	 for	 the	 homeowner	 as	 the	 home	
equity	conversion	is	done	in	the	national	macro-economic	interest.	
	
7. The re-saving needs to be based on a household’s income level. It is suggested to 
set aside 28% of a household’s annual net income for the purpose of re-saving.  
 
8. If, like in many cases, the household still has a mortgage to service, it is suggested 
that the re-saving gets priority, so as to strengthen the equity base in the home again. 
It would imply that mortgage lenders could be temporarily paid the interest margin on 
the mortgage loan only. The principal amount of re-saving could be executed on basis 
of income levels.  
 
9. Linking the re-saving level with the income level will imply that the re-saving will 
be done at a slower pace, when the economy is still in a recession period. Only when 
the U.K economy is booming again, will the speed of re-saving be accelerated until 
the full amount of home equity that was provided has been replaced. At that moment 
the outstanding mortgage facility is reinstated to the agreed interest plus principal 
payment facility.  
 
10. The U.K. government might need to decide about the eligibility of households to 
participate in the Tessa System. Should the maximum income level eligible for the 
Tessa system be set at twice the median income level of £35,000 or at a multiple of 
such amount?  Should there be regional variations?  
 
11.The U.K. government may also need to decide to what extent it wants the Tessa 
System to contribute to the U.K. economy; in other words how large a share of home 
equity is required to help improve the current situation. If enough money is converted 
into demand levels, the facility may be closed to newcomers until a new economic 









12. The Tessa system allows the Bank of England to turn the tap off when releasing 
home equity is no longer needed and turn the tap back on when it judges the 
economic circumstances require it to do so.  
 
13. The Tessa account could be an account to be setup by the household’s principal 
bank on the request of the homeowner occupier. The costs of maintaining such 
accounts –over which the banking system does not run a credit risk only an 
operational one- could be at the costs of the U.K. Government as the scheme is 






The	current	situation	 in	 the	U.K.	 is	one	of	a	 fast	growing	government	debt	 level.	Many	
households	 have	 been	 and	 others	 will	 most	 likely	 be	 hit	 hard	 by	 the	 severity	 of	 the	




cash	 as	 it	 pursues	 a	 profit	 objective	 and	 thereby	 undermines	 the	 value	 of	 the	 home	
equity.	 Only	 the	 Bank	 of	 England	 can	 do	 so	 through	 a	Q.E.	 exercise.	 It	 can	 turn	 home	
equity	into	cash	to	support	the	U.K.’s	economy.	
	
The	Bank’s	 funding	of	government	debt	does	not	help	 the	economy	 to	consume	more.	
Rather	 than	 this	 indirect	manner,	 a	 direct	 approach	 can	 be	more	 effective	 as	 it	 is	 not	
based	on	debt	financing,	but	on	(home)	equity	financing.	Turning	such	equity	into	cash	
in	 the	 volume	 needed	 to	 turn	 the	 U.K.’s	 economy	 around	 is	 more	 straightforward.	





Last	 but	 certainly	 not	 least	 is	 that	 if	 the	 Tessa	 system	 is	 accepted;	 each	 individual	
household	will	have	 the	 choice	 to	apply	 for	 the	 facility	within	 the	parameters	 set;	use	
the	 amounts	 according	 to	 their	 own	 wishes	 and	 after	 the	 grace	 period	 is	 over,	 start	
saving	again	for	their	own	benefit.	This	is	certainly	different	from	a	government	making	
all	 the	decisions	 for	 them.	 It	 should	not	be	an	either	or	 choice	between	a	government	
doing	 their	 job	 or	 private	 households	 doing	 it	 for	 the	 community	 and	 themselves.	
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